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Metropolitan and United States Park Police

forces,
ADJOURNMENT

Mr. HOBBS. Mr. Speaker, I moye that
the House do now adjourn.

The motion was agreed to; accordingly
(at 4 v'clock and 25 minutes p. m.) the
House adjourned uatil tomorrow, Tues=~
day, October 6, 1942, at 12 o’clock noon.

COMMITTEE HEARINGS
CoOMMITTEE CN PATENTS

The Committee on Patents of the
House of Representatives will hold hear-
ings beginning Tuesday, October 13, 1942,
at 10 a. m., in the committee room, 1015
House Office Building, on H. R. 7620, a
bill to provide for adjusting royalties for
the use of inventions for the benefit of the
United States, and for other purposes.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of rule XXIV, executive
communications were taken from the
Speaker’s table and referred as follows:

19556 A letter from the Acting Secretary
of the Navy, transmitting a draft of a pro-
posed bill for the relief of Capt. Richard
Rothwell, United States Marine Corps; to the
Committee on Claims.

19566. A letter from the Acting Secretary
of the Interior, transmitting a draft of a pro-
posed bill to authorize the Secretary of the
Interior to purchase logs, 'umber, and other
forest products; to the Committee on Indian
Affairs.

REPORTS OF COMMITTEES ON PUBLIC
BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. ROBINSON of Utah: Committee on
the Public Lands, H. R. 7638. A bill to re-
store and add certain public lands to the
Ulintah and Duray Reservation in Utah, and
for other purposes; without amendment
(Rept. No. 2516) Referred to the Committee
of the Whole House on the state of the
Union.

PUBLIC BILLS AND RESOLUTIONS

Under clause 3 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr CRAWFORD:

H.R.7656., A bill to regulate rents of
business property in the District of Colum-
bia, and for other purposes; to the Committee
on the District of Columbia.

By Mr HARTER:

H.R.7657. A bill to authorize the placing
of honor rolls in post offices; to the Com-
mittee on the Post Office and Post Roads.

PRIVATE BILLS AND RESOLUTIONS
Under clause 1 of rule XXII,

Mr. REES of Eansas introduced a bill (H. R.
7658) granting a pension to Raymond V.
Johnson, which was referred to the Commit-
tee on Invalid Pensions,

PETITIONS, ETC.

Under clause 1 of rule XXII,

33509 Mr. SHORT presented a petition of
sundry citizens of Howell County, Mo., peti-
tioning consideration of their resclution with
reference to Senate bill 860, which was re-
ferred to the Committee on Military Affairs,

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION
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SENATE
Tuespay, Ocroner 6, 1942

(Legislative day of Monday, October 5,
1942)

The Senate met at 11 o’clock a. m., on
the expiration of the recess.

Rev. Edward B. Harris, vicar, Good
Shepherd Episcopal Church, Washing-
ton, D. C., offered the following prayer:

O Lord God, who alcne dost govern
the affairs of men, guide, we beseech
Thee, those to whom, in Thy providence,
Thou has committed the government
of this Nation. Grant to them special
gifts of wisdom and understanding, of
counsel, and strength, that, upholding
what is right and following what is true,
they may lead this Nation in the path
of righteousness and honor, to the glory
of Thy holy name., Through Jesus
Christ, our Lord. Amen,

THE JOURNAL

On request of Mr. BarxLEY, and by
unanimous consent, the reading of the
Journal of the proceedings of the calen-
dar day Monday, October 5, 1942, was
dispensed with, and the Journal was ap-
proved.

MESSAGES FROM THE PRESIDENT—

APPROVAL OF A BILL

Messages in writing from the President
of the United States were communicated
to the Senate by Mr Miller, one of his
secretaries, who also announced that on
October 3, 1942, the President had ap-
proved and signed the act (S. 26389) to
amend the act entitled “An act to incor-
porate St. Ann’s Infant Asylum, in the
District of Columbia,” approved March 3,
1863 (12 Stat. 798).

STAEILIZATION OF NATIONAL ECONOMY

Mr. BARELEY. Mr. President, I ask
unanimous consent to have printed in the
ConGRrESSIONAL Recorp the Executive or-
der issued by the President on last Satur-
day providing for the stabilization of the
national economy. I also ask consent
that the statement emanating from the
White House at the time the order was
promulgated be printed following the
order itself.

The VICE PRESIDENT. Is there ob- -

jection?

There being no objection, the Executive
order and statement were ordered t. be
printed in the ReEcorp as follows:

EXECUTIVE ORDER PROVIDING FOR THE STABILIZ-
ING OF THE NationaL EcoNoMmy

By virtue of the authority vested in me by
the Constitution and the statutes, and par-
ticularly by the Act of October 2, 1942, en-
titled “An Act to Amend the Emergency Price
Control Act of 1942, to Aid in Preventing
Inflation, and for Other Purposes,” as Presi-
dent of the United States and Commander
in Chief of the Army and Navy, and in order
to control so far as possible the inflationary
tendencies and the vast dislocations attend-
ant thereon which threaten our military
effort and our domestic economic structure,
and for the more effective prosecution of the
war, it is hereby ordered as follows:

TITLE I, ESTABLISHMENT OF AN OFFICE OF
ECONOMIC STABILIZATION

1. There is established in the Office for

Emergency Management of the Executive
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Office of the President an Office of Economie
Stabilization at the head of which shall be
an Economie Stabilization Director (here-
inafter referred to as the Director)

2. There is established in the Office of
Economic Stabilization an Economic Stabili-
zation Board with which the Director shall
advise and consult. The Board shall consist
of the Secretary of the Treasury, the Secre-
tary of Agriculture, the Secretary of Com-
merce, the Secretary of Labor, the Chairman
of the Board of Governocrs of the Pederal Re-
serve System, the Director of the Bureau of
the PBudget, the Price Administrator, the
Chairman of the National War Labor Board,
and two representatives each of labor, man-
agement, and farmers to be appoirted by the
President. The Director may invite for con-
sultatior the head of any other department
or agency. The Director shall serve as
Chairman of the Board.

3. Th~ Director, with the approval of the
President, shall formulate and develop a
comprehensive national economic policy re-
lating to the control of civilian purchasing
power, prices, rents, wages, salaries, profits,
rationing, subsidies, and all related matters—
all for the purpose of preventing avoidable
increases in the cost of living, cooperating in
minimizing the unnecessary migration of
labor from one business, industry, or region
to another, and facilitating the prosecution
of the war. To give effect to this compre-
hensive national economic policy the Directar
shall haye power to issue directives on policy
to the Federal departments and agencies
concerned.

4 The guiding policy ot the Director and

"of all departments and agencies of the Gov-

ernment shall be to stabilize the cost of
living in accordance with the act of October
2, 1042; and it shall be the duty and re-
sponsibility of the Director and of all de-
partments and agencies of the Government
to cooperate in the execution of such ad-
ministrative programs and in the develop-
ment of such legislative programs as may
be necessary to that end. The administra-
tion of activities related to the national eco-
nomic policy shall remain with the de-
partments ancd agencies now responsible for
such activities, but such administration shall
conform to the directives on policy issued
by the Director.

TITLE 11, WAGE AND SALARY STABILIZATION FOLICY

1. No increases in wage rates, granted as a
result of voluntary agreement, collective bar-
gaining, conciliation, arbitration, or other-
wise, and no decreases in wage rates, shall
be authorized unless notice of such increases
or decreases shall have been filed with the
National War Labor Board, and unless the
National War Labor Board has approved such
increases or decreases.

2, The National War Labc Board shall
not approve any increase in the wage rates
prevailing on September 15, 1942, unless such
increase is necessary to correct maladjust-
ments or inequalities, to eliminate substand-
ards of living, to correct gross inequities, or
to ald in the effective prosecution of the
war

Provided, however, that where the National
War Labor Board or the Price Administrator
shall have reason to believe that a pro-
posed wage increase will require a change
in the price ceiling of the commodity or
service involved, such proposed increase, if
approved by the National War Labor Board,
shall become effective only if also approved
by the Director.

3. The National War Labor Board shall not
approve a decrease in the wages for any par-
ticular work below the highest wages paid
therefor between January 1, 1942, and Sep-
tember 15, 1942, unless to correct gross in-
equities and to aid in the effective prosecu-
tion of the war .

4. The National War Labor Board shall, by
general regulation, make such exemptions
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from the provisions of this title in the ase
of small total wage increases or decreases as
it deems necesesary for the effective admin-
istration of this order.

5. No increases in salaries now in excess of
$5,000 per year (except in instances in which
an individual has been assigned to more dif-
fieult or responsible work), shall be granted
until otherwise determined by the Director.

6. No decrease shall be made in the salary
for any particular work below the highest
salary paid therefor between January 1, 1842,
and September 15, 1942, unless to correct
gross inequities and to aid in the effective
prosecution of the war.

7. In order .o correct gross inequities and
to provide for greater equality in contribut-
ing to the war effort, the Director is author-
ized to take the necessary action and to lssue
the appropriate regulations, so that insofar
as practicable, no salary shall be authorized
under title III, section 4, to the extent that
it exceeds £25,000 after the payment of taxes
allccable to the sum in excess of $25,000.
Provided, however, that such regulations
shall make due allowance for the payment
of life-insurance premiums on policies here-
tofore issued, and required payments on fixed
obligations heretofore incurred, and shall
make provision to prevent undue hardship.

8. The policy of the Federal Government,
as established in Executive Order No. 9017,
of January 12, 1843, to encourage free col-
lective bargaining between employers and
employees .s reafiirmed and continued.

9. Insofar as the provisions of clause (1)
of section 302 (c¢) of the Emergency Price

Control Act of 1042 are inconsistent with this

order, they are hereby suspended.

TITLE II1. ADMINISTRATION OF WAGE AND SALARY
POLICY

1. Except as modified by this order, the
National War Labor Board shall continue to
perform the powers, functions, and duties
conferred upon it by Executive Order No.
9017, and the functions of said board are
hereby extended to cover all industries and
all employees. The MNational War Labor
Board shall continue to follow the procedures
specified in said Executive order

2. The National War Labor Board shall
constitute the agency of the Federal Govern-
ment suthorized to carry out the wage poli-
cies stated in this order, or the directives on
policy issued by the Director under this order.
The National War Labor Board is further
authorized to lssue such rules and regula-
tions as may be necessary for the speedy de-
termination of the propriety of any wage
increases or decreases in accordance with this
order, and to avail itself of the services and
facilities of such State and Federal depart-
ments and agencies as, in the discretion of
the National War Labor Board, may be of
assistance to the board.

3. No provision with respect to wages con-
tained in any labor agreement between em-
pioyers and employees (including the ship-
building stabilization agreements as amended
on May 16, 1942, and the wage stabilization
agreement of the bullding construction in-
dustry arrived at May 22, 1942) which is
inconsistent with the policy hereir enunci-
ated or hereafter formulated by the Director
shall be enforced except with the approval
of the National War Labor Board within the
provisions of this order. The National War
Labor Board shall permit the shipbuilding
stabllization committee and the wage adjust-
ment board for the building construction
industry, both of which are provided for in
the foregoing agreements, to continue to per-
form their functions therein set forth, except
insofar as any of them is inconslstent with
the terms of this order.

4. In crder to effectuate the purposes and
provisions of this order and the act of Octo-
ber 2, 1842, any wage or salary payment made
in contravention thereof shall be disregarded
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by the executive departments and other gov-
ernmental agencies in determining the costs
or expenses of any employer for the purpose of
any law or regulation, including the Emer-
gency Price Control Act of 1942 or any maxi-
mum price regulation thereof, or for the pur-
pose of calculating deductions undet the rev-
enue laws of the United States or for the pur-
pose of determining costs or expenses under
any contract made by or on behalf of the Gov-
ernment of the United States.
TITLE IV. PRICES OF AGRICULTURAL
COMMODITIES

1. The prices of agricultural commodities
and of commodities manufactured or proc-
essed in whole or substantial part from any
agricultural commodity shall be stabilized, so
far as practicable, on the basis of levels which
existed on September 15, 1942, and in com-
pliance with the act of October 2, 1942.

2. In establishing, maintaining, or adjust-
ing maximum prices for agricultural com-
modities or for commodities processed or
manufactured in whole or in substantial part
from: any agricultural commodity, appropriate
deductions shall be made from parity price or
comparable price for payments made under
the Boll Conservation and Domestic Allat-
ment Act, as amended, parity payments made
under the Agricultural Adjustment Act of
1638, as amended, anad governmental sub-
sidies.

3. Subject to the directives on policy of the
Director, the price of agricultural commed!-
tles shall be established or maintained or
adjusted Jointly by the SBecretary of Agricul-
ture and the Price Administrator; and any
disagreement between them shall be resclved
by the Director. The price of any commodity
manufactured or processed in whole or in
substantial part from an agricultural com-
modity shall be established or maintained or
adjusted by the Price Administrator, in the
same administrative manner provided for
under the Emergency Price Control Act of
1042,

4. The provisions of sections 3 (a) and
8 (c) of the Emergency Price Control Act
of 1042 are hereby suspended to the extent
that such provisions are inconsistent with
any or all prices established under this order
for agricultural commodities, or commodi-
ties manufactured or processeéd in whole or
in substantial part from an agricultural com-
modity

TITLE V. PROFITS AND SUBSIDIES

1. The Price Administrator in fixing, re-
ducing, or increasing prices, shall determine
price ceilings in such a manner that profits
are prevented 'whbich in his judgment are
unreasonable or exorbitant.

2. The Director msy direct any Federal de-
partment or agency including, but not lim-
ited to, the Department of Agriculture (in=-
cluaing the Commedity Credit Corporation
and the Surplus Marketing Administration),
the Department of Commerce, the Recon-
struction Finance Corporation, and other cor-
porations organized pursuant to section 5d
of the Reconstruction <inance Corporation
Act, as amended, to use its authority to sub-
sidize and to purchase for resale, if such
measures are necessary to insure the maxi-
mum necessary production and distribution
of any commodity, or to maintain ceiling
prices, or to prevent a price rise inconsistent
with the purposes of this order.

TITLE VI, GENERAL PROVISIONS

1. Nothing in this order shall be construed
as affecting the present operation of the Falr
Labor Standards Act, the National Labor Re-
latlons Act, the Walsh-Healey Act, the Davis-
Bacon Act, or the adjustment procedure of
the Railway Labor Act.

2. Salaries and wages under this order shall
include all forms of direct or indirect re-
muneration to an employee or officer for work
or personal services performed for an em-
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ployer or corporation, including but not lim-
ited to, bonuses, additional compensation,
gifts, commissions, fees and any other re-
muneration in any form o: medium whatso=
ever (excluding insurance and pension bene-
fits in a reasouable amount as determined
by the Director); but for the purpose of de-
termining wages or salaries for any period
prior to September 16, 1942, such additional
compensation shall be taken into account
only in cases where it has been customarily
paid by employees to their employees, “Sal-
aries” as used in this order means remunera-
tion for personal services regularly paid on
a weekly, monthly, or annual basis.

3. The Director shall, so far as poesible,
utilize the information, data, and staff serv-
ices of other Federal departments and agen-
cies which have activities or functions re-
lated to national economic policy All such
Federal departments and agencies shall sup-
ply available information, data, and services
required by the Director in discharging his
responsibilities.

4. The Director shall be the agency to re-
ceive notice of any increase in the rates or
charges of common carriers or other publie
utilities as provided In the aforesaid act of
October 2, 1942,

5. The Director may perform the func-
tions and dutles, and exerclse the powers,
authority, and discretion conferred upon him
by this order through such officials or agen-
cles, and in such manner, as he may deter-
mine The decision of the Director as to
such delegation and the manner of exercise
thereof shall be final

6. The Director, if he deems it necessary,
may direct that any policy formulated under
this order shal' be enfarced by any other
department or agency under any other power
or authority which may be provided by any
of the laws ol the United States

7. The Director, who shall be appointed by
the President, shall receive sueh compensa-
tion as the President ghall provide, and
within the limits of funds which mar be
made available, may employ necessary per-
sonnel and make provision for supplies, facil-
ities, and services necessary to discharge his
responsibilities.

FrangLIN D. ROOSEVELT.

Tae Warre House, October 3, 1942,

WxHiTE HOUSE STATEMENT

The text of the White House statement on
price- and wage-control measures follows:

“The President, last night, immediately
after signing the antl-lnflation bill passed
by Congress yesterday, instructed Price Ad-
ministrator Henderson to fix rent ceilings
throughout the entire United States in all
areas, city and rural alike. A copy of this
letter to the Price Administrator is attached.

“He also issued imstructions to the Price
Administrator to place ceilings immediately
upon all agricultural commodities which
were exempt, under the original Emergency
Price Cuntrol Act, but which are no longer
exempt under the statute passed yesterday.

“These commodities Include chickens, eggs,
cheese, butter, potatoes, and fiour. A copy
of the President’s letter is attached hereto.

“MOVE WILL HELP WIN WAR

“The President issued the following state-
ment witl. reference to the statute:

* “The Congress has done its part in helping
substantially to stabilize the cost of living.
1he new legislation removes the exemption
of certain foods, agricultural commeodities,
and related products from the price controls
of the Emergency Price Control Act, with the
result that I have today taken action to
stabilize 90 percent of the country's focd bill,
It leaves the parity principle unimpaired;
it reafirms the powers of the Executive
over wages and salaries; it establishes a floor
for wages and for farm prices.
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“‘Y am certain that from now on this sub-
stantial stabilization of the cost of living will
assist greatly in bringing the war to a suc-
cessful conclusion, will make the transition
to peace conditions easier after the war, and
will recelve the wholehearted approval of
farmers, workers, and housewives in every
part of the country.'

“Today the President signed an Exzecutive
order relating to wages, salaries, profits, and
farm prices. A copy of the Executive order
is attacked.

“The President tcday announced the ap-
pointment of Mr. Justice James F. Byrnes
as the Director of Economic Stabilization.
Mr. Justice Byrnes has resigned from the
Supreme Court to accept this sosition.

“The President, Im announcin_ the ap-
pointment of Justice Byrnes, sald:

“*Justice Byrnes is one of the foremost au-
thorities in governmental administration in
the United States. He knows the economic
problems of this country whether they con-
cern labor, the farmer, the consumer, the
small retall store, or the manufacturer. I
would never have asked him to resign from
the Supreme Court were it not for the fact
that this job is one of the most important
positions in this country. I know the Ameri-
can pecple can be sure that in keeping down
the cost of living he will be fair to everyone,

“ “This position calls primarily for judicial
consideration. The crganization will be small
because the administrative action will be car-
ried out by the existing agencies.

“'Justice Byrnes' patriotic action in ac-
cepting this appointment deserves the praise
and commendation of all our citizens.

“DETERMINED TO KEEP PRICES DOWN

*“The President today addressed two letters
to Leon Henderson, Administrator, Office of
Price Administration, the texts of which fol-
low:

“‘1 bave signed the cost-of-living stabiliza-
tion bill.

“I wish that you would consult with the
Becretary of Agriculture and immediately es-
tablish ceiling prices for eggs, chickens, but-
ter, cheese, potatcoes, flour, and such other
foods as can be controlled under existing laws,

“‘In line with my recent message to the
Congress, you shculd consider present gov-
ernmental payments to agricultural producers
and subsidy payments in arriving at the mini-
mum ceiling prices.

“*‘This Government ls determined to use
all of its powers to prevent any avoidable rise
in the cost of living.

“*That part of the Nation which has not
yet been designated within defense rental
areas should now be so treated. We should
make no distinction between city or country
as to their participation in the total war
effort. Certainly the contribution of agri-
culture to the effective prosecution of the war
is clear. Therefcre, our rural population
equally deserves to have its rents stabilized.

* I wish you would immediately issue ap-
propriate orders to prevent rent increases on
urban and rural dwellings. In such areas as
you deem appropriate to reduce current rents,
I am sure you will proceed to take such action
as may be necessary.'™

PETITIONS

Petitions were presented, and referred
as indicated:

By Mr. HATCH:

A petition of sundry citizens of Santa Fe
County, N. Mex, praying for the enactment
of Senate bill 860, to prohibit the sale of
alccholi~ ligquor and to suppress vice in the
vicinity of military camps and naval estab-
lishments; ordered to lie on the table.

By Mr. CAPPER:

A petition, numerously signed, of sundry

citizens of Meade, Kans, praying for the
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enactment of Senate bill 860, to prohibit the
sale of alcoholic liquor and to suppress vice
in the vicinity of military camps and naval
establishments; ordered to lie on the table,

PROHIBITION OF LIQUOR SALES AND
SUPPRESSION OF VICE AROUND MILI-
TARY CAMPS—PETITIONS

Mr, WHEELER. I ask consent to
present for appropriate reference and
printing in the Recorp, without all the
signatures attached thereto, a petition
sent to me by 150 members and delegates
of the Flathead County Federation of
Women’s Clubs, in session at Kalispell,
Mont., praying for the enactment of Sen-
ate bill 860, to prohibit the sale of alco-
holic liquor and to suppress vice in the
vicinity of military camps and naval
establishments.

There being no objection, the petiticn
was ordered to lie on the table and to be
printed in the Recorp without all the
signatures attached thereto, as follows:

KauispeLL, MoNT., September 30, 1942,
Senator Buaton K. WHEELER,
Washington, D. C.

Dear SenaTorR WHEELER: As cur Govern-
ment has seen fit to conscript our young
men into war service all over the world, we,
the members and delegates of the Flathead
County Federation of Womens Clubs in ses-
sion this 30th day of September, in Ealispell,
Mont., do urgently request that your active
interest be given to the passage of Senate bill
860, that the young men now on these world
fronts may be protected from the most
vicious enemies they will confront, liquor and
prostitution. They were selected because
they were physically and mentally fit. Please
use your good offices that they may be kept
BO.
We also demand that the huge amount of
liquor now stored in our country by the dis-
tillers, be made available to the Government
to use in furthering the war effort; and that
war-time prohibition be enacted into law,
both at home and wherever American troops
are stationed.

Ivy HARDIE,
President of Flathead County
Federation of Women's Clubs.
Mrs. GLEN Bo¥p,
Treasurer,
Ruopa G. PROUGH,
Secretary,; and sundry other
members of the Women's Clubs.

Mr. MURRAY. Mr. President, I ask
consent to present for printing in the
Recorp and appropriate reference a very
important petition from the Flatheed
County Federation of Women's Clubs, of
Kalispell, Mont., dealing with a subject
of grave consequence to the Nation.

There being no objection to its recep-
tion and reference, the petition pre-
sented by Mr. Murray (identical with
the foregoing petition presented by Mr.
WHEELER) was ordered to lie on the table.

Mr. REYNCLDS presented and asked
to have printed in the Recorp and ap-
propriately referred a letter in the nature
of a petition signed by the pastors and
adopted at a union service held by sev-
eral churches of Albemarle, N. C., pray-
ing for the enactment of Senate bill 860,
to prohibit the sale of alcoholic liquor
and to suppress vice in the vicinity of
military camps and naval establish-
ments; and, there being no objection, the
letter in the nature of a petition was re~
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ceived, ordered to lie on the table, and
to be printed in the Recorp, as follows:

ScrreMBER 15, 1042,
Hon. RoserT R. REYNOLDS,

Chairman, Senate Military Affairs Com=
mittee, Senate Office Building, Wash-
ington, D. C.

Drar SEnNaTOR REYNOLDS: We are writing fo
you, not personally, but officially, as chair-
man of the Senate Committee on Military
Affairs.

At a union service of several churches of
Albemarle, N. C., at the Central Methodist
Church on September 6, the assembled con-
gregation requested the pastors of the
churches represented to write to you, stating
ing that those present at the service desire
you to present to the Senate of the United
States the action voted by the congregation
in favor of the prompt passage of Senate
bill No. 860, or of protective legislation for
our armed forces from the liquor and vice
traffic similar to that which was enacted In
1917. You are also requested to read this
action taken by the congregation on the floor
of the Senate, that it may be incorporated
in the CoNGRESSIONAL RECORD.

Very truly yours,

R, Dwight Ware, pastor, Central Meth-
odist Church; J. E. Yountz, pastor,
Main Street Methodist Church;
G. N. Dulin, pastor, First Street
Methodist; Ben Joe Earp, pastor,
Congregational Christian Church;
C. D. Whiteley, Second Presby-
terian Church; W. J. Brodley,
pastor, First Baptist Church, Albe-
marle, N, C. president, Stanley
County Ministerial Association;
R. E. Watts, First Presbyterian
Church; JGeo. H. Rhodes, First
Lutheran Church; W. B. Holmes,
North Albemarle Baptist Church;
George L. Hocutt, Norwood Baptist
Church; T. 8. Crutchfleld, Fairview
Baptist Church.

FARM LABOR—LETTERS AND PETITION
FROM NORTH DAEOTA

Mr. LANGER. Mr. President, I ask
unanimous consent to have printed in
the Recorp a letter from Ferdinand
Manz, of Martin, N. Dak., dated October
3, 1942; a letter from J. W. Enger, of
Oakes, N, Dak., dated October 3, 1942;
and a petition signed by 14 citizens of
Hannaford, N. Dak., dated February 20,
1542, all pertaining to the farm-labor
problem, I ask that the letters and peti-
tion may be appropriately referred.

There being no objection, the letters
and petition were referred to the Com-
mittee on Military Affairs and ordered to
be printed in the Recorp, as follows:

MarTIN, N. DAK., October 3, 1942,
Mr, WiLLiam LANGER,
Washington, D. C.

My DEsR SENATOR LANGER: I will not write
you a long story this time because you might
not want to spend your time on a long letter.
I only thank God that we have a man like you
in Washington, who knows all about North
Dakota. Do you know, my dear friend, that
we are having a hard time getting help to
get our crops threshed this fall? About 60
percent of our crops are not threshed yet on
account of shortage of help. One of my sons
has to leave the 13th of October, and the
second son they want to take, too. That will
leave me and a 15-year-old boy on & 5/4 farm
with 350 acres of land to cultivate, and then
all the cows to milk and hogs to feed, and
I am not a healthy man. I have been ill for
over 4 years. I have three boys, one 22 years
of age and one 21 years of age and one 15
years old, and I have three girls, one 17 years
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of age and one 13 and one 10 years of age, and
these three, one boy, 15, and two girls are of
school age and should by rights go to school,
But how can I send them to school with all
this work that is left for one sick man to do?
I might have to sell out if my second son has
to go to the Army. Many farmers have al-
ready sold out because they could not get any
help on the farm. It takes a healthy man
to do a good day's work on the farm, and I
am sure you know this, too. I had a talk
with our draft board, but they said there is
nothing they can do. They all have to go,
farm or no farm. This would break me right
now if I would have to give up the farm and
sell out. If there is anything that you can do
for us farmers so that we could at least have
one good boy or man on the farm so that the
farm wouldn't get ruined. I wouldn’t be able
to farm one-half the land next year that I
have farmed this year, and only one-half the
cows will be milked next year, and I write not
for me alone but for our whole State of North
Dakota. If you can, please do something to
leave at least one good boy or man on each
farm.

I am your friend, with many thanks for
whatever you have done for us and will do

yet.
Bincerely,
FERDINAND MaANZ.
Oares, N. Dax., October 3, 1942,
Benator Lawger,
Washington, D. C.

Dear Brir: Another group of farm boys
leaves for the Army next week, 18 from tkis
county, 7 of these have had flocks of poultry
and cattle and hogs. They are selling all
their breeding stock and are already hauling
them to market rather than have some
stranger take charge till they get back.
¥ou can't put kids and disabled old men
in charge of livestock and tractor farming.
If General Hershey don’t wake up soon, it will
be too late.

Some of you better show him what he has
done or glve him a ticket to the Northwest,
50 he can see that the Dakotas are not on
the same basis as his home State. The
farmers right now are more important than
the Infantry. In the area that I cover some-
thing over 300 brood sows have been hauled
to market since August 1.

I was out to a threshing rig yesterday
and saw a half crew of farm boys, 13 to 16
years old, hauling bundles and these are
the plain conditions all gver the Northwest
now. What will they do next spring? Farm-
ing and livestock raising in North Dakota
will be reduced-over 50 percent right now
without taking any more men and it will
take 3 to 4 years to replace them, and in
some areas replacements are impossible.
They better fill gaps with the R. O. T. C. and
give them a taste of it before they mislead
the farmers into battle.

Its O. K. to draft farm labor as Mr. Hershey
has advised, but can you draft an inexperi-
enced man to raise llvestock when he don't
‘Enow a white hog from a sheep?

Yours truly,
J. W. ENGER.
HanwNarorp, N. Dax., February 20, 1942,
Senator WiLriam LANGER,
Washington, D: C.

DeAr SENATOR: We, the undersigined mem-
bers of the Bartley-Helena Farmers Union,
request that you urge Congress or the proper
draft boards to defer drafting farm boy and
other skilled farm workers for military serv-
ice, as it would further cripple our already
serious labor situation.

Sincerely,
J. M. LuNN AND OTHER CITIZENS.

REPORT OF THE COMMITTEE ON THE
JUDICIARY
Mr, McCARRAN, from the Committee
on the Judiciary, to which was referred
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the bill (S. 2729) to authorize the filing
of a short form of notice in certain
United States cour{s to serve as construc-
tive notice of the interest of the Govern-
ment in realty or personalty under fa-
cilities contracts, reported it with
amendments and submitted a report (No.
1632) thereon,

INSPECTION OF MILITARY ESTABLISH-
MENT IN WESTERN HEMISPHERE

Mr. REYNOLDS. I ask permission to
report an original resolution from the
Committee on Military Affairs authoriz-
ing that committee or a subcommiftee
thereef to make such investigation and
inspection of the Military Establishment
in the Western Hemisphere as it deems
advisable. It is a very brief resolution,
reading as follows:

Senate Resolution 298

Resolved, That the Committee on Military
Affairs, or any subcommittee thereof duly
appointed by the chairman of the commitiee,
hereby is authorized to visit, for the purposes
of inspection, any pert of the Military Es-
tablishment in the Western Hemisphere, the
expenses incurred in pursuance thereof, not
to exceed §———, to be paid from the con-
tingent fund of the Senate.

Mr. President, in connection with the
resolution I am now reporting, I wish at
this time to inform the Members of the
Senate that several months ago the Com-
mittee on Military Affairs deemed it ad-
visable to appoint a subcommittee to in-
vestigate military establishments in the
Alaskan Territory and the Aleutian Is-
lands, extending westward toward Japan.
We were very much interested in the
organization of this subcommittee as we
all realized that the Alaskan area and
the area of the Aleutian Islands were of
vast importance to the defense of the
United States, particularly in view of the
fact that, unfortunately, the Japanese,
our enemies of the Orient, had succeeded
in digging into several of the islands at
the westernmost end of the Aleutian
group.

I recognize the grave importance of
that situation, Mr. President, for in 1938
I was in Alaska, all over Alaska, as far
north in that vast Territory as Point
Barrow, southward and westward out
through most of the Aleutian Islands.
At that time, as we all know, very few
fortifications were to be found in that
region, and many people, certainly those
who visived Alaska, recognized that our
fertifications were not adequate.

When these matters were brought to
the attention of the Committee on Mili-
tary Affairs, the committee was in per-
fect agreement that the subcommittee
I have mentioned be appointed, and it
was appointed, at this critical time, to
make an investigation in the territory
I have mentioned. Our colleague the
junior Senator from Kentucky [Mr.
CHanpLER] was named chairman of the
subcommittee, and as it was constituted
there were two other Senators—the able
Senator from Oregon [Mr. Horman] and
the able Senator from Washington [Mr.
WALLGREN].

The subcommittee went to Alaska, at
Government expense, and spent several
weeks visiting all parts of Alaska. They
went as far northward as Nome, came
down through the Bering Sea, and visited
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Juneau, the capital, Anchorage, BSitka,
and Dutch Harbor, and they made ex-
tensive investigations in that particular
neighborhooed.

The subcommitiee returned and filed
a report, which is particularly important
and will be found most interesting. The
report was presented to the War Depart-
ment, in whose possession it is at this
time. A copy of the report is now in the
hands of Colonel Watt, the represent-
ative of the War Department assigned to
the Senate Committee on Military Af-
fairs, and is open to any Senator who
desires to examine it.

The members of the Committee on
Military Affairs were so thoroughly im-
pressed, and grateful to the Senator from
Kentucky [Mr. CaanpLER] and the mem-
bers of his subcommittee for the fine in-
vestigatory work they did, that a few
days ago the full committee voted to ex-
tend the Chandler subcommittee, not for

- g definite period, but for such time as

may be necessary to give them an oppor-
tunity to visit American outposts in the
Western Hemisphere and make investi-
gations and recommendations, if they see
fit, in any instance, as the able Senators
made after their Alaskan tour,

It is, of course, a hardship to call upon
the able Senator from EKentucky and the
members of his subcommitiee, the Sen-
ator from Washington and the Senator
from Oregon to carry on at this time, but
we all recognize that in this war we have
the most desperate kinds of enemies, and
we believe that the investigation con-
ducted by these Senators of the defenses
of the United States, as well as the in-
vestigation recently made by the Presi-
dent of the United States, will be of bene-
fit to our war program. So at this time,
I report an original resolution from the
Committee on Military Affairs.

We wish to thank the Senator from
Eentucky and the members of his sub-
committee for the very fine work they
did, and we believe the Ameriean people
are indebted to them for the action they
brought about.

In conclusion, I may say that some of
the best news we have had has come as
a result of the bombardments and at-
tacks made by our American flyers, and
we all hope and pray that it will not be
long before we have Llasted the Japanese
out of American territory.

The VICE PRESIDENT. Without ob-
jection, the resolution (8. Res. 298) re-
ported by the Senator from North Caro-
lina will be received and, under the rule,
referred to the Commitiee to Audit and
Control the Contingent Expenses of the
Senate,

EILLS INTRODUCED

Bills were introduced, read the first
time and, by unanimous consent, the
second time, and referred as follows:

By Mr. WILEY:

5.2825. A bill to accord privileges of free
importation of articles consigned or adressed
to an individual inside the United States as
a gift by a member of its armed forces who
is on duty outside of the United States; to
the Commitiee on Finance,

By Mr, WALSH:

S.2826. A bill for the rellef of Capt. Rich«
ard Rothwell, United States Marine Corps; to
the Committee on Naval Afiairs.



1942

By Mr. WALSH (for himself and Mr.
Crark of Missouri) :

8.2827. A bill to amend title 1 of Public
Law No. 2, Seventy-third Congress, March 20,
1933, and the veterans regulations to pro-
vide for rehabllitation of disabled veterans,
and for other purposes; to the Committee on
Finance.

By Mr. JOBNSON of Colorado:

5.2828. A bill for the relief of the Denver
Livestock Exchange; to the Committee on
Claims.

By Mr. WALLGREN:

5.2829. A bill to eliminate certain lands
from the Wapato Indian irrigation project,
Yakima Reservation, Wash., cancel and ad-
just certain charges, and for other purposes;
and

$.2830. A bill to provide relief to the
owners of former Indian-owned land within
the Oroville-Tonasket irrigation district,
Washington, and for other purposes. to the
Committee on Indian Affairs.

AMENDMENTS TO THE REVENUE ACT OF
1942

Mr. LA FOLLETTE and Mr. THOMAS
of Oklahoma each submitted several
amendments, and Mr. DOWNEY, Mr.
HATCH, Mr. McNARY, and Mr, TYD-
INGS each submitted an amendment,
intended to be proposed by them, respec-
tively, to the bill (H. R. 7378) to provide
revenue, and for other purposes, which
were severally ordered to lie on the table
and to be printed.

Mr. McCARRAN submitted an amend-
ment intended to be proposed by him to
the bill (H. R. 7378) to provide revenue,
and for other purposes, which was or-
dered to lie on the table, to be printed,
and to be printed in the Recorp, as fol-
lows:

On page 34, line 9, to sirike out the
period, insert a colon and the following:
“Provided jfurther, That this subsection
shall not apply to issues of bonds, debentures,
securities or other obligations by a State, or
any political subdivision thereof, where such
obligations are held by the State, or any
duly constituted agency thereof operating
solely within such State in the performance
of its official dutles, as security or Invest-
ment."”

AGRICULTURAL LAEOR SHORTAGES IN
THE WESTERN STATES

Mr. DOWNEY submitted the following
resolution (S. Res. 299), which was re-
ferred to the Committee on Military
Affairs:

Resolved, That a special committee of three
Senators, to be appointed by the President of
the Senate, is authorized and directed to
make a full and complete study and investi-
gation with respect to (1) the existing short-
age of Agricultural labor in the Pacific Coast
and Rocky Mountaln States and its effect
upon the national health and security as
related to the efficient and successful prose-
cution of the war effort, and (2) methods of
relieving such shortage, including the ob-
taining and utilization of farm labor from
Mexico and other Latin American countries.
The committee shall report to the Senate,
as soon as practicable, the results of its study
and investigation together with its recom-
mendations, if any, for legislation.

For the purpose of this resolution, the com-
mittee, or any duly authorized subcommittee
thereof, is authorized to hold such hearings,
to sit and act at such times and places dur-
ing the sessions, recesses, and adjourned
periods of the Senate in the Seventy-seventh
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and Seventy-eighth Congresses, to employ
such experts, and such cleriecal, stenographic,
and other asgsistants, to require by subpena
or otherwise the attendance of such witnesses
and the production of such correspondence,
books, papers, and documents, to administer
such oaths, to take such testimony, and to
make such expenditures as it deems advisable.
The cost of stenographic services to report
such hearings shall not be in excess of 25
cents per hundred words. The expenses of
the committee, which shall not exceed $3,000,
ghall be paid from the contingent fund of the
Senate wupon vouchers approved by the
chairman of the committee.

INCREASED GASOLINE RATIONE FOR
CERTAIN PERSONS

Mr. MAYBANK submitted the follow-
ing resclution (S. Res. 300), which was
referred to the Special Committee to
Investigate the National Defense Pro-
gram:

Resolved, That the special committee estab-
lished pursuant to Senate Resolution 71,
agreed to March 1, 1941, is authorized, in
connection with its investigation under such
resolution, to obtain such information with
respect to the gasoline rationing program as
it deems necessary with a view to ascertain-
ing whether increased allotments can be
made to persons who are not engaged in war
activities but who are dependent for a liveli-
hood upon the use of their automobiles, with-
out endangering the war effort or interfering
with the transportation of persons engaged
in war activities.

CRITICISM OF THE PRESIDENT—
EDITORIAL FROM FM

Mr. TRUMAN. Mr, President, I ask
unanimous consent to have printed in
the Recorp as a part of my remarks an
editorial appearing in PM for today, on
page 13. It expresses to some extent the
feeling of a great many of us who have
been and always intend to continue to be
friends and supporters of the President,

There being no objection, the editorial
was ordered to be printed in the RECORD,
as follows:

[From PM of October 6, 1942]
ON F. D. R. AND CRITICISM

I wanted to write this editorial last week.
But I didn’t, because criticism of the Presi-
dent is too serious a matter in times like
these to be indulged in lightly.

Never before have I left a White House press
conference feeling quite so depressed as on
October 1, I didn’t write an editorial then
because I didn't want to go off half cocked.
1 wanted to sleep on it and think the thing
over.

But after days of reflection I still feel the
editorial should be written, because at that
press conference the President disclosed a
frame of mind that explains why so many
things are going wrong in Washington with-
out being corrected.

The President found fault with only three
things in Washington. They were Congress-
men who were investigating things they
didn't understand; newspapermen writing
things they didn't understand; and minor
administration officials talking about things
they didn't understand.

In other words, the clear implication was
that all criticism of the administration and
the way it was conducting the war was un-
warranted and undeserved. That it came
only from people who didn’t understand, who
didn’t Enow the whole story, or who Wwere
hostile.

The President didn’t name any names. But
it sounded like he was aiming at such com-
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mittees in Congress as the Truman and Gil-
lette committees of the Benate, which have
done really constructive jobs in diselosing how
dollar-a-year men were sabotaging F. D. R.'s
own program.

At first I thought the President was talking
about the Patterson-McCormick papers and
the David Lawrences, Mark Sullivans, and
FPeglers in his criticism of the press. But if it
is the Truman and Gillette committees to
which he objects, it also may be PM and other
sympathetic papers which have tried to shnow
the President who was failing him.

The President's only eriticism of his ad-
ministrative subordinates was that they were
talking too much. This sounded like Donald
Nelson, who twice has fired men who dared to
disclose rotten conditions in the War Pro-
duction Board, instead of firing the men re-
sponsible for the rotten conditions.

Ernest Lindley, one of the columnists most
friendly to the President, alsoc was disturbed
by the President’s attitude. But he tended
to dismiss it as an “off day” which all men,
even Presidents, sometimes have. Looking
back on recent history, I'm afraid it's much
more serious than that. I hope not.

The President’s attitude may explain why
he hasn’t responded when his friends in Con-
gress, the press, and in his own administra-
tion have pointed out tragic administrative
mistakes by his subordinates.

The Truman committee, for instance, over
and over again has pointed out conditions
which were Interfering with America’s war
effort. This committee is composed chiefly
of men who have been friendly to the Presi-
dent, on both domestlc and war issues. It is
not out to hurt the President, but to help
him.

On May 25 the Truman committee sub-
mitted a detailed report on the rubber situa-
tion, clearing up much of the confusion. It
found America facing a rubber famine which
required over-all gasoline rationing and many
other drastic conservation steps.

This was a perfect opportunity for the
President to follow through with Nation-wide
gasoline rationing, which all authorities
agreed was necessary. But, instead, the
President snubbed the committee and con-
fused the public with a press-conference
statement the same day indicating that the
rubber situation was not serious; that syn-
thetic tires probably would be available in
time to keep America’s cars rolling.

Almost 4 months later the Baruch com-
mittee came up with the same recommenda-
tions the Truman committee had offered. The
President hailed this as a constructive job
and Immediately adopted the recommenda-
tions. If the President had been willing to
listen to friendly critics, he could have saved
millions of pounds of irreplaceable rubber.

This is a typical example of what has been
happening here for many months. Over and
over again the President’s friends have tried
to tell him what was going wrong and who
was responsible. The President almost never
has responded. The same people are making
the same kind of mistakes today.

Perhaps the President is so busy with other
things, so unfamiliar with the facts in these
controversies, that he is unable to distinguish
between carping criticism and friendly, con-
structive criticism, and thus tends to dis-
card all of it.

But whatever the cause, it is extremely
important for the President’s own good, and
for the good of the country, for him to realize
that much of the criticism is based on hard
facts and that it is offered by those who con-
sider themselves his best friends. It is offered
by people who have faith in Franklin D,
Roosevelt, the man who has done so much
to make a better America.

NatHAN ROBERTSON.



7792

COMMUNITY MORBILIZATION FOR HUMAN
NEEDS—ADDRESS BY THE PRESIDENT
[Mr. BARKLEY asked and obtained leave

to have printed in the REcorp a radio ad-

dress delivered by the President on October 5,

1942, in connection with the 1942 Com-

munity Mobilization for Human Needs,

which appears in the Appendix.]

PROSPECTIVE CROP SHORTAGES—
LETTER FROM HARRY L. HOLMES

[Mr. HOLMAN asked and obtained leave to
have printed in the Recorp a letter ad-
dressed to him by Harry L. Holmes, of Med-
ford, Oreg., relative to prespective crop short-
ages, which appears in the Appendix.]

BAD NEWS FROM INDIA—EDITORIAL
FROM NEW YORE TIMES

[Mr. REYNOLDS asked and obtained leave
to have printed in the Recorp an editorial
entitled “Bad News From India,” published
in the New York Times of October 3, 1942,
which appears in the Appendix.]

PREPARATION FOR THE FUTURE PEACE

[Mr. McNARY asked and obtained leave
to have printed in the Recorp two articles
dealing with preparation for the future
peace, published in the Christian Science
Monitor of September 14, 1942, and Septem-
ber 24, 1942, which appear in the Appendix.]

STATEMENT ON INDIA

[Mr. THOMAS of Oklahoma asked and ob-
tained leave to have printed in the Rrcomp
& statement on India, signed by numerous
American citizens, which appears in the Ap-
pendix.]

SHORT TEMPERS AND QUICK ANSWERS—
EDITORIAL FROM CLOVIS (N. MEX.)
NEWS-JOURNAL,

[Mr. HATCH asked and obtained leave to
have printed in the Recorp an editorial en-
titled “Short Tempers and Quick Answers,”
published in the Clovis (N. Mex.) News-
Journal of September 30, 1942, which appears
in the Appendix.]

TO OUR NAVY EVERYWHERE

[Mr. LANGER asked and obtained leave to
have printed in the Recorp a poem, entitled
“To Our Navy Everywhere,” written by
D. W. B. Eurtz, Jr., and published in the
McLean County Independent, of Garrison,
N. Dak,, which appears in the Appendix.]

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr. Chaffee, one of its
reading clerks, announced that the
House had passed without amendment
the following bills of the Senate:

8.2248. An act to amend the law relating
to the care and custody of incsane residents
of Alaska, and for other purposes;

5.2570. An act to provide for the sale by
the Superintendent of Documents of copies
of certain historical and naval documents
printed by the Government Printing Office;

S.2627. An act to amend the act approved
August 27, 1940 (54 Stat. B64), entitled “An
act increasing the number of naval aviators
in the line of the Regular Navy and Marine
Corps, and for other purposes”;

8.2676. An act to provide for medical care
and funeral expenses for certain members of
the Naval Reserve Officers’ Training Corps;

5. 2677. An act to authorize an exchange of
land at Mechanicsburg, Pa., between Edgar
Eberly and the United States;

5. 2678. An act to amend the act approved
March 2, 1933, by suspending the provisions
relative to & Navy ration in kind, and for
other purposes;

S.2682. An act to authorize the Secretary
of War to exchange certain lands of the
United States located within the Fort De
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Russy Military Reservation, Oahu, T. H,, for
certain land at Barbers Point, Oahu, owned
by the Territory of Hawaili;

8. 2685. An act to provide that promotions
to higher grades of officers of the Army of
the United States, or any components there-
of, shall be deemed to have been accepted
upon the dates of the orders announcing such
promotions, and for other purposes; and

S.2731. An act to suspend until June 30,
1945, the running of the statute of limita-
tlons applicable to violations of the anti-
trust laws.

The message also announced that the
House had passed the following bills of
the Senate, each with amendments, in
which it requested the concurrence of the
Senate:

5.2275. An act to amend section 10 of
Publie, No. 360, Seventy-seventh Congress, to
grant national service life insurance in the
cases of certain Army fiying cadets and avia-
tion students who died as the result of avia-
tion acclident in line of duty between October
8, 1940, and June 3, 1941; and

B8.2679. An act to authorize the transporta-
tion of dependents and household effects of
personnel of the Navy, Marine Corps, Coast
Guard, and Coast and Geodetic Survey, inci-
dent to secret or confidential orders, and for
other purposes.

The message further announced that
the House had passed the following bills
of the Senate, each with an amendment,
in which it requested the concurrence of
the Senate:

8. 2655. An act to amend the Judicial Code
to authorize the Chief Justice of the United
States to assign circuit judges to temporary
duty in circuits other than their own; and

5.2751. An act to amend the act entitled
“An act to establish a Women's Army Auxil-
iary Corps for service with the Army of the
United States,” approved May 14, 1942, to cre-
ate the grade of fleld director in such corps, to
provide for enrolled grades in such corps com-
parable to the enlisted grades in the Regular
Army, to provide pay and allowances for all
members of such corps at the same rates as
those payable to members of the Regular
Army in corresponding grades, and for other
purposes,

The message also announced that the
House had passed the following bills, in
which it requested the concurrence of the
Senate:

H. R. 6013. An act to authorize the Secre-
tary of War to transfer certain land to the
Territory of Hawaii;

H.R.7059. An act to amend saction 285
of the Agricultural Adjustment Act of 1938,
as amended, so as to facilitate farmers in
the service of the United States receiving
the benefits of the farm program;

H. R. 7151. An act to amend the First War
Powers Act, 1841, by extending the authority
to censor communications to include com-
munications between the continental United
States and any Territory or possession of the
United States, or between any Territory or
possession, and any other Territory or pos-
session;

H.R.T431. An act to permit the prepay-
ment of the purchase price of certain hous-
ing sold to indlviduals by the Farm Security
Administration, and for other purposes:

H.R,.745b. An act to amend the Coast
Guard Auxiliary and Reserve Act of 1941, as
amended, so as to enable Filipinos to qualify
for service thereunder;

H.R.7576. An act to provide for the ad-
vancement of Rear Admiral Emory 8. Land,
Construction Corps, United States Navy, re-
tired, to the rank of vice admiral; and

H.R.7577. An act to amend the act ap-
proved July 24, 1941 (34 U. 8. C,, Supp. I,
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3501), so as to adjust the pay status of en-
listed personnel appointed to commissioned
rank for temporary service, and for other
purposes.

ENROLLED BILL SIGNED

The message further announced that
the Speaker had affixed his signature to
the enrolied bill (S. 2584) to permit ap-
pointment of White House Police, in ac-
cordance with the civil-service laws, from
sources outside the Metropolitan and
United States Park Police forces, and it
was signed by the Vice President.

HOUSE BILLS REFERRED

The following bills were severally read
twice by their titles and referred as indi-
cated:

H.R.6013, An act to authorize the Secre-
tary of War to transfer certain land to the
Territory of Hawali; to the Committee on
Military Affairs.

H.R.T151. An act to amend the First War
Powers Act, 1941, by extending the authority
to censor communications to include com-
munications between the continental United
States and any Territory or possession of the
United States, or between any Territory or
possession, and any other Territory or pos-
session; to the Committee on the Judiciary.

H.R,.7455. An act to amend the Coast
Guard Auxiliary and Reserve Act of 1941, as
amended, so as to enable Filipinos to qualify
for service thereunder; to the Committee on
Commerce.

H.R.70569. An act to amend section 385 of
the Agricultural Adjustment Act of 1938, as
amended, so as to facilitate farmers in the
service of the United States receiving the
benefits of the farm program; and

H.R.7481. An act to permit the prepay-
ment of the purchase price of certain hous-
ing sold to individuals by the Farm Security
Administration, and for other purposes; to
the Committee on Agriculture and Forestry.

H.R.7576. An act to provide for the ad-
vancement of Rear Admiral Emory S. Land,
Construction Corps, United States Navy, re-
tired, to the rank of vice admiral; and

H. R. 7577. An act to amend the act ap-
proved July 24, 1941 (34 U. 8. C., Supp. I,
350f), so as to adjust the pay status of en-
listed personnel appointed to commissioned
rank for temporary service, and for other pur-
poses; to the Committee on Naval Affairs.

REVENUE ACT OF 1942

The VICE PRESIDENT. The Chair
lays before the Senate the unfinished
business, House bill 7378.

The Senate proceeded to consider the
bill (H. R. 7378) to provide revenue, and
for other purposes, which had been re-
ported from the Committee on Finance
with amendments.

Mr. BARKLEY. I suggest the absence
of a quorum.

The VICE PRESIDENT. The clerk will
call the roll.

The Chief Clerk called the roll, and the
following Senators answered to their
names:

Alken Capper Guffey
Andrews Caraway Gurney
Bailey Chandler Hatch

Ball Chavez Hayden
Bankhead Clark, Idaho Herring
Barbour Clark, Mo. Hill

Barkley Connally Holman

Bilbo Danaher Johnson, Calif,
Bone Davis Johnson, Colo,
Brewster Downey Kilgore
Brooks Doxey La Follette
Brown Ellender Langer

Bulow George Lee

Bunker Gerry Lucas

Butler Gilllette McCarran
Byrd Green McFarland



McEellar Radcliffe Truman
McNary Reed Tunnell
Maloney Reynolds Tydings
Maybank Rosier Vandenberg
Millikin Schwartz Van Nuys
Murdock Shipstead Wagner
Murray Smathers ‘Wallgren
Norris Spencer Walsh
Nye Stewart Wheeler
O’'Dantel Taft White
O'Mahoney Thomas, Idaho Wiley
Overton Thomas, Okla, Willis
Pepper Thomas, Utah

Mr. HILL. I announce that the Sen-
ator from Virginia [Mr. Grass] and the
Senator from Delaware [Mr. HucHES]
are absent from the Senate because of
illness.

The Senator from New York [Mr.
Mean], the Senator from Georgia [Mr.
RusserL], and the Senator from South
Carolina [Mr. SmiTH] are necessarily
absent.

Mr. McNARY. The following Senators
are necessarily absent:

The Senator from Vermont [Mr.
AvusTin], the Senator from Ohio [Mr.
Burronl, the Senator from Massachu-
setts [Mr. Lopgel, and the Senafor from
New Hampshire [Mr. BRIDGES].

The VICE PRESIDENT. Eighty-six
Senators have answered to their names.
A quorum is present.

Mr. GECRGE. Mr. President, the
Senate has before it the 1942 revenue
bill. The report is on the desk of each
Senator and in the back of the report is
an index, which gives not only the num-
bers of the sections dealing with the
various contents of the bill but the pages
where they are to be found. I am sure
each Senator will find this helpful in
identifying any particular provisien in
the bill.

Mr. President, this tax bill represents
the largest tax bill in our history. Pub-
lic hearings before the Ways and Means
Committee of the House began on March
3, and the bill came out of the House on
July 20. The hbill was referred to the
Senate Committee on Finance on July
21, and hearings were begun before our
committee on July 23 and concluded on
August 14.

The hearings before the Ways and
Means Committee embraced 3,596 pages,
and the hearings before our committee
are published in two volumes covering
2,362 pages. Senators can see the tre-
mendous volume of testimony presented
in conneection with the bill. 3

The magnitude of the problem is
shown in the bill itself, which embraces
575 pages. The length of fime con-
sumed in the preparation of this bill
was due in large measure to a sincere
efflort to prevent the drastic increases
from causing severe inequities and un-
duly interfering with our economy. The
wartime rates which we are proposing
make it imperative to eliminate, so far
as possible, existing inequities. I know
we have not succeeded in eliminating
all inequities and hardships, but we have
been successful in eliminating them in
many instances,

The total Pederal tax bill of the Amer-
ican people, inecluding the additional
taxes levied under this bill, will, accord-
ing to the joint committee staff and the
Finance Committee staff, exceed $26,-
000,000,000, If we add to this the $10,-
200,000,000 in State and local taxes, the
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total tax bill will aggregate $36,537,-
000,000. It is estimated that our na-
tional income at the end of the year
will be approximately $110,000,000,000.
Therefore the total tax hill of the Amer-
ican people amounts to approximately
one-third of our national income,

Mr. President, I believe that the na-
tional income in World War No. 1 reached
the peak of about $56,000,000,000. The
highest fax collected during any year of
the World War No. 1 period was a little
less than $5,500,000,000.

In Canada the taxes for the fiscal year
1942-43 will amount to $1,567,000,000. In
Great Britain the total revenue for the
fiscal year ending March 31, 1943, is esti-
mated to be $9.876,400,000. In Great
Britain there are no local taxes corre-
sponding to those levied by our States.
In Canada the Provinces have given up
income faxation for the duration. Inthe
United Stafes 34 States and the District
of Columbia levy individual income taxes,
with rates ranging from 1 to 15 percent.
Thirty-three States levy corporation in-
come taxes with rates ranging from 1 to 8
percent. Therefore in considering the
increased burdens which we are impos-
ing under this bill we must give some
consideration to the income-tax burden
levied in the several States.

Under this bill and existing law we
will collect an estimated revenue of
$20,054,000,000 from individual and cor-
porate income and excess-profits taxes.
Of this amount $10,790,300,000 will come
from corporations, and $11,264,300,000
from individuals. Corporations, under
this bill, will pay 48.9 percent of the total
income taxes, and individuals 51.1 per-
cent. In Great Britain 33 percent of the
total revenue from income and profits
taxes comes from corporations and 67
percent from individuals. In Canada
50.3 percent comes from individuals and
49.7 percent from corporations.

As a matter of fact, Mr. President, the
true concept of an income tax is a tax on
individuals, and if it were possible to
look through the corporation and impose
the tax on the individual we could ap-
proach a perfect income-tax system.
The primary reason why the corporation
should be taxed at all is, first, for the
convenience of the Treasury in reaching
into the corporation and collecting from
the corporation taxes in large amounts.
Second, because of the disposition of cor-
porate management to withhold rather
than to distribute all earnings; the with-
holding, to be sure, dictated by sound
business reasons, or mere convenience, or
for the purpose of avoiding, in some in-
stances, the tax to the individual.

In Great Britain there are no local
income taxes corresponding to those
levied by our States, as I have already
said. I have already called attention to
the action taken by the Canadian Prov-
inces during the war period. In framing
this tax bill we had to exercise consider-
able care so as not o impose such a severe
rate on corporations as to disrupt the
national economy of the country or to
jeopardize the war-production program.

When the bill reached us from the
House the following taxes were levied
upon corporations: An excess-profits tax
of 90 percent, a normal tax rate of 24
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percent, a surtax rate of 21 percent, or a
combined normal and surtax rate of 45
percent.

A preponderance of the testimony of
witnesses before our committee opposed
such a high rate of corporate tax with
respect to the normal earnings of cor-
porations. The Treasury Department,
which had advocated before the Ways
and Means Committee a combined nor-
mal and surtax rate of 55 percent on cor-
porations, made the same suggestions to
our committee, with certain alleviating
provisions to offset such rates. How-
ever, even with such alleviating provi-
sions applied it was found that the effec-
tive rate would be 48.4 percent, which
was well over the House rate. In decid-
ing that the tofal normal and surtax
rates should not exceed 40 percent, we
gave careful study to the effect of such a
rate upon our economy, and also con-
sidered the wartime rates levied by other
countries insofar as such rates can fur-
nish any possible correct guide to our
committee.

It has frequently been said tha! Great
Britain levies a normal rate of 50 percent
upon corporations. While this is true,
dividends from the normal earnings are
not subject under the British law to a
further normal tax in the hands of the
individual shareholder. The British sur-
tax does not apply to incomes of individ-
uals of less than $8,000, and if the income
of the individual shareholder is less than
his exemptions, the British allow him a
refund of the tax paid by the corpora-
tion. Under our system of taxation we
allow the individual no credit for the tax
paid by the corporation.

If we look at the first bracket of indi-
vidual tax rates under this bill, we find
that the total of normal and surtax rates
is 19 percent. In addition, the 5 percent
Victory tax raises this total to 24 percent.
If we add to this the 40 percent imposed
upon corporations, we have a total tax
rate of 64 percent on individual dividend
income as compared with the British
rate of 50 percent with respect to indi-
viduals with less than $8,000 income.

Moreover, in Great Britain no State or
local taxes are imposed. In Canada, as
in this country, no credit is allowed the
individual shareholder for income taxes
paid by the corporation. This was one
of the main reasons which influenced the
Canadian minister against recommend-
ing a further increase in the normal rate
upon corporations in Canada.

In Canada there is no surtax rate.
The Canadian corporate rate is 40 per-
cent, except where the 100-percent ex-
cess-profits tax rafe applies. Corpora-
tions subject to the 100-percent excess-
profits tax rate are subject to a normal
rate of 30 percent.

Again it should be pointed out that in
Canada the Provinces have given up the
income-tax field for the duration of the
war. The Canadian Minister of Finance
in explaining in his budget message why
the normal taxes should not be increased
stated:

Already the tax om profits that have not
increased is heavy when we bear in mind that
those when distributed as dividends,
are subject to all the personal income taxes
in addition to the corporation taxes. This
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involves, in effect, a discrimination agalnst

income. earned in the form of corporate

profits as distinct from other types of in-

come, such as interest, Such discrimination

may be justified, but I believe we have al-

ready gone far enough in that direction.
Secondly—

Said the Minister—

I proposed to increase the rate of taxes on
excess profits, but not the flat rate of tax
which applies to profits generally.

In fixing the excess-profits rate in the
bill at 90 percent with a 10-percent post-
war refund, we gave careful consideration
to the conclusions of Mr. Donald Nelson,
of the War Production Board, and others.
Mr. Nelson made the following state-
ment:

I shall not venture to suggest appropriate
rates for an excess-profits tax. I am inclined
to believe, however, that in order not to en-
danger efficiency in the production of arma-
ments and essential civilian commodities, the
tax should not take more than about 80
percent of additional profits.

If a higher rate is adopted notwithstand-
ing its effects on efficiency, I should suggest
that any amount which exceeds the 80-per-
cent level be treated as a post-war credit,
preferably in the form of a Government ob-
ligation with definite maturities.

Such a procedure would both preserve the
necessary incentive and provide assistance in
post-war reconversion. Insofar as the latter
Tactor is the controlling consideration, the
credit might be made dependent on the tax-
payer’s showing that corresponding expendi-
tures had been made or were needed to re-
establish peacetime operations.

England and Canada both have a 100-
percent excass-profits tax with a 20-per-
cent post-war refund payable after the
war. TUnder our bill, we have a 90-per-
cent excess-profits-tax rate, with a post-
war refund of 10 percent. In a recent
article appearing in the Business Front
of Canada, of September 26, 1942, the fol-
lowing statement is made:

Because the corporation tax is in effect a
flat levy on the income of rich and poor share-
holders alike, its burden is felt most by those
of limited income. These people, many of
them retired or widowed, who had the faith
in the industrial future of the Dominion to
place part of their savings in dividend-paying
stocks, are adversely affected by another
factor.

In the same article, further complaint
is made of the high rate of the excess-
profits tax in Canada in the following
language:

Taxpayers in general stand to benefit from a
revision of present corporation income-tax
legislation. The provision of a reasonable
profit incentive would lead to low production
costs, While this would be most important
in war supplies it would be a factor in keep-
ing down the cost of living, directly and
through the amount of subsidy payments
necessary to maintain established price ceil-
ings.

The efficlency of our various corporations
has been built up over a period of years by
the profit motive. Failure to maintain this
will cause a deterioration in our economie
system which will be fully apparent only
after irreparable damage has been done. Due
to the disappearance of the patriotic stimulus
with the conclusion of hostilities, and the
accumulated inefficiencles engendered by our
present taxes, Canadian industry will be ill-
equipped to contend with the difficulties of
:!hanglng from wartime to peacetime produc-

on.
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By allowing a fair cash profit for both
management and employee, as suggested
above, we will have the benefit of maximum
production at low cost during the war, and
both industry and labor will be able to face
the transition to a peacetime economy with
reserves of working capital and purchasing
power.

The maintenance of full employment after
the war will depend upon a tremendous and
continuous investment of new capital. If
we are to avoid socialization of industry, the
bulk of this capital must be provided by cor-
porations and individual investors. It will
be forthcoming, as in the past, only if there
is reasonable assurance of profit to compen-
sate for the risks involved. Under present
company taxes, however, there is little in-
ducement to explore new flields and develop
new markets; and capital would tend to
stagnate in bonds rather than in new stock
ventures.

When the new Budget was first introduced
last June, it provided that if a man's wife
were gainfully employed he would lose his
tax exemption as a married man. The
prompt excdus of wives from factories threat-
ened to serlously reduce war prcduction and
caused an Immediate cancelation of this
clause. It is unfortunate that the damage
which results from minimizing the profit mo-
tive of corporations is not as readily seen as
that in the case of individuals.

Our present 100-percent tax on higher
earnings of corporations is plainly a case of
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being penny wisz and pound foolish. By re-
storing a reasonable profit incentive we
could stimulate the production of war ma-
terials, grant more equitable treatment to a
large class of investors, and benefit all tax-
payers by reducing war costs and placing
our economy in a better position to face the
difficulties of the post-war period.

1 should also like to call attention to an
inequity in our law with respect to the
excess-profits tax, which is not present in
either the Canadian or British excess-
profits-tax laws.

In Great Britain, before the excess-
profits tax applies, the net income must
exceed 111.1 percent of the base-period
earnings. In Canada, the net income
must exceed 116.6 percent of its base-
period earnings before the excess-profits
tax applies. Under our law, we allow
only 95 percent of the average earnings
as a credit before the excess-profits-tax
rates apply. Therefore, we are, in ef-
fect, subjecting 5 percent of the normal
earnings of the corporation to our ex-
cess-profits tax. Personally I should like
to see this 95-percent credit raised to 100
percent, so that we would not levy an ex-
cess-profits tax on the normal earnings
of corporations.

I wish to summarize our corporate
taxes under this bill, as follows:

AP Finance
Existing House
law Bilk EOARISES
Normal tax: -
(1) (‘urg‘grations with normal tax net Incomes of not more than $25,000: FPercent Percent Percent
irst $5,000_ ... .. Sy 15 | Nochange | No change
$5,000 to §20,000. ........ 17 | Nochange | No change
$20,000 o $35,000: . ol ik e st LS e e 19 | Nochange | No change
5 t{?} Corporations with normal tax incomes of Over $25,000--..-.-.._..... 24 | Nochange | No change
urtax:
(1) Corporations with surtax net incomes of not more than $25,000: First
Pl R R e o A . 6 10 10
(2) Corporations with surtax net incomes over $25,000. - ovcemeeaeeoeen. . 7 21 16
Excess-profits tax:
e e e . e - e a5
$20,000 to $50,000. . 40
£50,000 to $100,000. 45 ¢
£100,000 to $250,000 50 0 %
£250,000 to £500,000. 5o
Over $500,000..... £
Excess-profits eredit;
Invested-capital method:
First $5,000,000 of invested capital 8 8 8
£5,000,000 to $10,000,000. ... ...... " 7 7
$10,000,000 to $200,000,000. .. ... 7 G (i
ver $200,000,000 . - .- e — s 7 5 &
Income method: Portion of average earnings in base period 05 9% 05
Special examption. . e e e == £5, 000 £10, 000 5, 000
Meaximum effective rate of corporate normal tax, surtax, and excess-profits tax. None None 80
Post-war eredit - ennaanas mmmmemmmemane s A ———— None Nane 10
Dabtrelat s S None None m

1 40 percent of amounts paid in debt retirement during taxable year but not in excess of post-war credit.

That is a general statement of the
corporate rate under existing law, under
the House bill, and under the Senate
Finance Committee bill.

Under the House hill, a flat rate of 90
percent was imposed upon the adjusted
excess-profits net income of corpora-
tions, and no post-war credit was pro-
vided for. Your committee has provided
for a post-war credit of 10 percent of the
amount of the excess-profits tax paid.
Under this provision in the bill, corpora-
tions will pay the full excess-profits tax
not absorbed by current debt retirement.
The amount representing the post-war
credit will be credited to the taxpayer’'s
account, to be satisfled in bonds payable
after the war. Such bonds will mature
on the last day of that calendar year,
beginning after the date of cessation of

hostilities in the present war, which is
shown in the following table to be ap-
plicable to such bonds for such year:

Calendar year (beginning after cessation of
hostilities) on last day of which bonds
mature -

Bonds purchased with the credit for
any taxable year beginning—
Within the calendar year 1942__ Second
Within the calendar year 1943__ Third
Within the calendar year 1944_. Fourth
After Dec. 31, 1944 Fifth

The cessation of hostilities is, under the
Senate Finance Committee bill, to be
based upon a proclamation of the Presi-
dent declaring hostilities to have ceased
or upon a concurrent resolution of the
two Houses of Congress declaring the
cessation of hostilities.
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The main reasons why a post-war
credit is deemed essential are as follows:

First. With a high corporate tax, a
post-war credit will give the corporation
an immediate incentive to be more ef-
ficient in its operation and to keep its
operating costs down to a reasonable
minimum. One of the dangerous fea-
tures about an excess-profits tax rate
that is too high is that it not only pro-
vides no incentive to make profits, but
it is an added inducement to create
losses. There has been a tendency in the
past on the part of some corporations
even to scrap a portion of their inven-
tories or otherwise increase their ex-
penses so that their current income
would not exceed their average earn-
ings or invested-capital credit.

Second. It will provide more immedi-
ate revenue to the Government than
would otherwise be secured under ex-
cessively high rates. The Government
will have the use of the amount of this
post-war credit during the period of the
war without being required to pay in-
terest thereon.

Third. It will provide the corporation
with a post-war reserve to enable it to
undertake the task of rehabilitation and
readjustment to meet post-war condi-
tions.

Fourth. By having a tendency to hold
down costs, it will offset somewhat the
effect of an unduly high excess-profits
tax upon inflation. Under a too severe
excess-profits tax, without a post-war
credit, it may be possible for the corpo-
ration to justify many expenditures
which will be deductible for tax purposes.

Our committee was very much in favor
of providing debt relief for corporations,
Under the House bill, no debt relief was
provided.

The amount taken as a debt credit will
reduce the amount of the post-war credit
available to the taxpayer at the end of
the war. The debt subject to the credit
cannot exceed the amount of the indebt-
edness outstanding as of September 1,
1942, It also cannot exceed 40 percent
of the net debt reduction of such debt at
the close of the calendar year.

The following example will show how
the plan operafes: Assume a corporation
is filing a return for the calendar year
1942, Iis excess-profits tax for the year
is $500,000 and its post-war credit is
$50,000. Its debt situation is as follows:

Debts outstanding as of September 1,
1942, $100,000.

Debts outstanding as of December 31,
1942, $20,000.

Net debt reduction since September 1,
1942, $80,000.

Debt credit, 40 percent of $80,000, or
$32,000.

The taxpayer in this case may, there-
fore, secure a credit against its excess-
profits tax of $500,000 in the amount of
$32.000, which will reduce the excess-
profits tax to $468,000. However, ifs
post-war credit in turn will thereby be
reduced from $50,000 to $18,000, the dif-
ference between $32,000 and $50,000.

Our committee repealed the capital
stock and declared excess-profits tax pro-
visions. It was believed that the taxpay-
er would have difficulty in forecasting
future earnings, especially at this time.
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The capital stock tax is computed on the
taxpayer’s declared value, which is esti-
mated according to what it forecasts its
future earnings might be for taxable
years ending after the close of its capital
stock tax year. The net effect of this re-
peal, according to Treasury estimates,
will amount to a loss in revenue of 83.7
millions.

With respect to the taxation of mutual
insurance companies other than life or
marine, there was considerable objection
to the House method. Under the House
bill, mutual insurance companies other
than life were to be taxed on the basis
of their underwriting and investment in-
come. Dividends to policyholders were
deductible to the extent they were paid
out of premiums received or surplus ap-
portioned to policyholders. To the ex-
tent they were paid out of investment
income, they were disallowed. ¥Your com-
mittee carefully considered the House
plan and various modifications in at-
tempting to define and tax underwriting
income in an equitable manner. If was
finally decided fo impose a tax upon mu-
tual insurance companies other than life
or marine upon whichever of the follow-
ing two bases produced the greater tax:

First. A new investment income tax
base to which the ordinary corporate
rates would be applicable.

Second. A base consisting of the gross
income from interest, dividends, rents,
and net premiums less dividends to pol-
icyholders and wholly tax-exempt inter-
est. To this base a rate of 1 percent
would apply. Whichever tax was greater
would be paid by the insurance com-
panies.

The tax does not apply to corporations
if the gross amount received during the
taxable year from interest, dividends,
rents, and premiums, including deposits
and assessments, does not exceed $75,000.
Therefore practically all the farmers’ and
other small and local mutual companies
will not be required to file income-fax re-
turns or .pay income taxes. It is esti-
mated that over 80 percent of all mutual
companies will be exempt from filing re-
turns under this provision.

Mutual marine insurance companies
are taxable like stock insurance com-
panies, with a deduction for dividends
paid to policyholders as such. This is
substantially the basis under which they
are taxed under existing law.

Life insurance companies are taxable
in the same manner as under the House
hill, with one major exception. Under
the House bill, capital gain or loss treat-
ment was extended to life insurance com-
panies with respect to assets acquired
after the enactment of the revenue bill
of 1942. Since the revenue from this
source would be very small and the House
provision would require life insurance
companies to separate their assets ac-
cording to date of purchase, your com-
mittee believed it advisable to return to
the existing law and to ignore capital
gains and losses in the treatment of life
insurance companies.

NET LOBS CARRY-BACK

Our committee has allowed a carry-
back to net operating losses for any tax-

able year beginning on and after Jan-
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uary 1, 1942. The net operating loss may
be carried back to the 2 preceding tax-
able years, but not to any taxable year
beginning before January 1, 1941. The
net loss which is not used as a carry-
back may be earried forward for any
taxable year to the 2 succeeding taxable
years.

An example will make the application
of this section clear:

A taxpayer has $600 net income for
1941 and $900 net income for 1942. In
1943 he has a net operating loss of $1,000.
This net operating loss may be carried
back to 1941, and will, therefore, reduce
the income for that year to zero. The
balance of this net loss—namely, $400—
may be applied against the net income
for 1942, and thereby reduce that net
income for that year to $500.

We had a similar provision in the
Revenue Act of 1918 when we allowed
net operating losses for 1920 to be car-
ried back and applied against the net
income for the year 1918.

A somewhat similar relief is allowed
under the bill in case of the unused
credit allowed for excess-profits taxes.

WESTERN HEMISPHERE CORPORATIONS

Our American corporations trading in
foreign countries within the Western
Hemisphere are placed at a considerable
disadvantage with corporations organ-
ized under the laws of other countries.
In the case of corporations organized
under the laws of other countries, there
is no tax levied by the home country. In
the case of our corporations, we subject
them to the full American tax, with credit
for the taxes paid to the foreign country.

To alleviate this situation somewhat,
and to encourage our American corpora-
tions in doing business in the Western
Hemisphere, we have provided that such
corporations shall be relieved from the
surtax if 95 percent of their income is
from sources outside of the United States
and if 90 percent of their income is from
the active conduct of a trade or business.

Our committee gave considerable at-
tention to the general relief provisions in
connection with the excess-profits tax.
With a rate as high as 90 percent, it is
necessary that care be taken to prevent
unforeseen hardships. The House pro-
vision on general relief was very broad
and goes a long way toward accomplish-
ing this objective. However, your com-
mittee made certain changes which it is
believed will considerably improve the
situation. In the first place, the general
relief provision is made retroactive so
as to apply to the taxable years 1940 and
1941. The committee has also made it
clear that once the taxpayer’s credit has
been determined under the relief provi-
sion such credit may be used for all fu-
ture years.

Under the House bill the relief provi-
sions were not applicable unless the ex-
cess-profits tax exceeded 6 percent of the
taxpayer’s normal tax net income and
unless the relief would diminish the ex-
cess-profits tax otherwise payable by
more than 5 percent. Your committee
did not believe it desirable to deny relief
to those taxpayers merely because they
did not come within these arbitrary limi-
tations. Under the House bill there was
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a provision that in determining the con-
structive average base period net income
of the taxpayer no regard should be had
to events or conditions affecting the tax-
payer, the industry of which it is a mem-=-
ber or taxpayer generally, occurring or
existing after December 31, 1939,

Your committee has amended this pro-
vision so as to make it clear that it does
not preclude an examination of a fax-
payer coming into existence after Decem-
ber 31, 1939, or of a taxpayer the changes
in the character of the business of which
properly matured after such date. In
granting relief under this section, the
House bill permitted relief where there
was a change in capacity for produc-
tion or operation taking place in any
taxable year ending after December 31,
1939, as a result of commitments made
prior to January 1, 1940, binding the tax-
payer to make the change. Your com-
mittee felt it was the purpose of the pro-
vision to afford relief to taxpayers who
were committed to a course of action
prior to January 1, 1940, and amended
the provision accordingly.

Special relief is granted to mines under
the Finance Committee bill in order to
encourage the production of minerals in
connection with the war effort. A special
net loss carry-over for the years 1938 and
1939 is provided. The bill also provides
a special deduction in computing the ex-
cess-profits net income where the pro-
duction of the mines in excess of normal
exceeds 5 percent of the estimated re-
Serve.

Corporations engaged in mining of
strategic metals are exempt from the ex-
cess-profits tax with respect to that part
of their income coming from this source,

Special relief is also provided for coal
mines.
CAPITAL GAINS AND LOSSES

Your committee has made several
changes in the House provision dealing
with capital gains and losses.

The holding period for determining
whether the taxpayer has realized a
short- or long-term capital gain or loss
has been reduced to 6 months. There-
fore, gains or losses from assets held over
6 months are treated as long-term gains
or losses, and gains or losses from assets
held for 6 months or less are treated as
short-term gains or losses. The maxi-
mum rate on long-term capital gains of
25 percent, as provided in the House bill,
is retained, the rate under the present
law being 15 percent. Capital losses
cannot be applied against ordinary in-
come, but a 5-year carry-over is allowed
in which such losses can be applied
against capital gains realized over such
B-year pericd. An exception is made in
the case of the first $1,000 of excess cap-
italiloss. which can be applied against
ordinary income in the case of indi-
viduals.

Under the House bill losses from the
sale of real property and buildings were
treated as capital losses, even though the
property was used in the trade or busi-
ness. Your committee has changed this
rule with respect to buildings and real
estate used in the trade or business. If
the losses exceed the gains in such cases,
such losses will be treated as ordinary
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losses. It is believed this change will be
of material benefit to businesses which,
due to depressed conditions, have been
compelled to dispose of their plant and
equipment.,

WAR LOSSES

The committee gave considerable at-
tention to the problem of property of
taxpayers located within an enemy coun-
try or within an enemy controlled area.
Such property is, for all practicable pur-
poses, lost to the taxpayer and should be
treated as a casualty loss. If the prop-
erty was within an enemy country or an
area controlled by the enemy at the out-
break of the war the loss may be con-
sidered to have occurred on the date of
declaration of war against such enemy
country by the United States. Thus
property in Germany and Italy will be
considered destroyed in 1941, as war was
declared on December T.

If the property is in an area coming
under the control of an enemy country
after the declaration of war against such
country, it shall be deemed to have been
destroyed or seized on any date which
falls between the latest date, as estab-
lished to the satisfaction of the Com-
missioner, on which such property may
be considered as having already been de-
stroyed or seized and the earliest date
on which such property may be consid-
ered as having already been destroyed
or seized. For example, suppose the mil-
itary evacuation of an area is begun
during the middle of December, and that
fighting occurs in that area from that
time until the middle of January, when
the enemy finally establishes complete
control. Such a taxpayer may treat his
loss as occurring in-either December or
January.

AMORTIZATION OF EMERGENCY FACILITIES

Your committee accepted the provi-
sions of the House bill dealing with the
amortization of emergency facilities.

In addition, your committee inserted
a provision which permits the taxpayer
in case the proclamation of the Presi-
dent terminating the emergency is made
before the completion of the facility to
elect to use an amortization period be-
ginning with the month in which the
construction, reconstruction, erection, or
installation of the emergency facility
was begun and ending as of the end of
the month within which such proclama-
tion was issued. This will permit tax-
payers who do not have any income in
the period subsequent to the President’s
proclamation to revise their returns em-
braced in the period beginning with the
construction of the facility and take the
amortization in their returns for such
period.

The two important changes made by
the House in this provision of the tax
bill should be noted. They were to make
the provision applicable fo individuals or
partnerships, and also to move the date
of the beginning of the construction of
the facility back to January 1, 1940, in-
stead of June 10, 1940. It will be recalled
that the Senate originally provided that
the date of the commencement of the
construction of the facility should be
January 1, 1940, but it was compromised
in the conference on the 1940 bill.
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RELIEF FOR INSTALLMENT-BASIS TAXPAYERS

Your committee has changed the provi-
sions of the House bill granting relief
for installment taxpayers if the average
volume of credit extended fo purchasers
on the installment plan during the years
1938, 1939, 1940, and 1941 exceeds 125
percent of the volume of such credit ex-
tended in 1942 or subsequent years. The
taxpayer is also given an opportunity to
establish eligibility for relief in terms of
outstanding accounts receivable as well
as in those of the volume of credit ex-
tended to purchasers on the installment
plan. In such cases the taxpayer is per-
mitted to file amended returns on the
accrual basis. This is limited to the ex-
cess-profits tax.

INCOME FROM LONG-TERM CONTRACTS

In the case of income from long-term
contracts, your committee has amended
the law to make it clear that where such
income is thrown back into the base pe-
riod years, it will have the effect of in-
creasing the average earnings credit.

That was supposed to be the law, and
it was so stated in the Finance Commit-
tee report on the passage of the Excess
Profits Tax Act.

Relief has also been granted under the
bill for taxpayers employing the last-in
first-out method of inventory valuation.

FENEION TRUBTS

The Committee on Finance, upon the
appointment of a subcommittee, made
cerfain changes in the provisions of the
House text dealing with pension trusts
which, it is believed, will improve and
protect the legitimate pension trusts.

FISCAL YEARS

As the bill passed the House it pro-
vided a special rule for corporations and
individuals with fiscal years ending in
1942. Under the bill such a taxpayer was
compelled to compute its income and tax
both under the 1941 and 1942 laws, and
pay as its tax the sum of the following:

First. That proportion of its tax for
the fiscal year, computed under the 1941
law, which the number of months in 1941
bears to the full year, plus

Second. That proportion of its tax for
the fiscal year, computed under the 1942
law, which the number of months in 1942
bears to the full year,

Considerable complaint was made that
such a system required a computation of
income under two different laws, and also
penalized those taxpayers whose fiscal
years had closed, when returns were filed,
and when dividends had already been
declared. It was also objected to on the
ground that it was retroactive, as the
Ways and Means Committee did not take
final action con this matter until the lat-
ter part of June.

The Senate committee attempted to
overcome this objection by applying the
1942 rates to that portion of any fiscal
year ending after June 30, 1942. The
computation of net income will still be
made under the 1941 law, except that the
adjusted excess-profits tax net income
will be allowed in computing normal and
surtax net income instead of the excess-
profits tax.
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INDIVIDUAL INCOME TAX

The bill further broadens the individ-
ual income-tax base by reducing the per-
sonal exemption for a married person,
or head of a family, from $1,500 to $1,200,
and in the case of a single person from
$750 to $500. In this respect the pend-
ing bill is the same as that passed by the
House. It is estimated that the reduc-
tion in personal exemptions will add ap-
proximately 7,000,000 new taxpayers.

The committee reduced the $400 credit
allowed under existing law for each de-
pendent to $200. The House made no
change in existing law. Prior to the last
World War no credit was allowed for de-
pendents, and during the period 1917-20
a credit of $200 was allowed.

It should be noted, as all of us will
realize, that the income-tax rates were
much lower prior to World War No. 1,
and even during World War No. 1, and
during the period 1917 to 1920, and the
credits allowed both to a single individual
and to a married person were much
greater than they are under existing law.

Since 1920 the credit has remained at
$400, although during this period the per-
sonal exemptions have been drastically
reduced. It is estimated that the reduc-
tion of credit for dependents from $400 to
$300 will add approximately 600,000 new
taxpayers. My recollection is that the
Treasury estimated that it would result
in a revenue increase of some $232,-
000,000.

NORMAL AND SURTAX RATES

The bill increases the existing 4-per-
cent normal-tax rate to 6 percent, the
same as provided by the House. The bill
also makes no change in the surtax rates
adopted by the House, which provided
for increased surtax rates over those
levied under existing law. The proposed
rates range from 13 to 82 percent, the
maximum rate of 82 percent being appli-
cable to surtax net income in excess of
$200,000, whereas the existing rates range
from 6 to 77 percent, the T7-percent
maximum rate applying only to surtax
net incomes in excess of $5,000,000.

It will thus be seen that when the tax-
payer reaches the bracket in which the
82-percent surtax rate is applicable, his
total tax rate will be 6 percent plus the
82 percent, or 88 percent, and that that
total rate is applied to all individuals
whose incomes exceed $200,000.

The effect of these increased rates is
shown by the burden tables contained in
the committee report, beginning on page
17, which show the amount of tax under
the existing law, the bill as it passed the
House, and the bill as reported by the
Finance Committee,

VICTORY TAX

The bill levies a victory tax of 5 per-
cent on all income in excess of $624 re-
ceived during the year by individuals
from salaries, wages, and other compen-
sation for personal services, dividends,
interest, annuities, and net profit from
business or profession.

This victory tax is estimated to yield
a gross revenue of $3,600,000,000, of
which amount $1,100,000,000 will be re-
turned to the taxpayer as a post-war

CONGRESSIONAL RECORD—SENATE

credif, or may be taken currently up to
the extent of post-war credit, as a credit
against the victory tax for debts incurred
prior to September 1, 1942, payment of
life insurance in force on or before Sep-
tember 1, 1942, or for the purchase of
war bonds.

It is estimated that this tax will add
an additional eighteen and one-half
million taxpayers, who otherwise would
pay no tax directly to the Federal Gov-
ernment. Without the victory tax, it
is estimated, there will be twenty-seven
and one-half million taxpayers, Thus,
under the regular income tax and the
victory tax there will be a total of
46,000,000 taxpayers.

In order to raise the large amount of
additional revenue reauired it is neces-
sary to reach down into the lower-income
group, and in doing so I have felt it pref-
erable to levy a tax such as the victory
tax, rather than a general retail sales
tax, which would have been necessary in
order to raise this amount of additional
revenue. For example, if we should con-
fiscate all net income over $50,000, we
would receive only approximately $600,-
000,000 of additional revenue, and under
increased estate-tax rates, which, under
the present law, in many instances are
now higher than those levied in Canada
and Great Britain, we would receive no
immediate additional revenue.

No individual will be subject to the vic-
tory tax unless his income exceeds $624
a year, or $12 a week, whereas under a
general retail sales tax individuals with
incomes under $624 would be required to
pay a tax on the food they consumed, the
clothes they wore, and on other necessi-
ties of life. For these reasons I proposed
the victory-tax provision contained in
the pending bill.

The victory tax is a tax based upon
ability to pay, whereas a general retail
sales tax is a tax on consumption. For
example, under the victory tax a person
having a gross income of $100,000 "will
pay a gross victory tax of $4,968.80. To
pay this amount of tax under a 5-percent
general retail sales tax, it would be nec-
essary for one with a gross income of
$100,000 to spend $99,376 on articles sub-
ject to a retail sales tax. The adoption
of a sales tax in lieu of the victory tax
would mean the shifting of the tax from
those best able to pay to those least able
to pay.

Some have criticized the victory tax
because the exemption of $624 applies
alike to single and married persons with
or without dependents. I might say, in
passing, that if many more women must
go into industry, those who believe in the
victory tax may be considered as having
made some contribution for the married
women to find their places in the war
program, Such objection is neither fair
nor valid, since a differential is allowed
as between taxpayers of different marital
status in the amouni of post-war credit
allowed. For example, in the case of a
single person the Bill provides a post-
war credit of 25 percent of the victory
tax, but not to exceed $500. In the case
of a married person the post-war credit
allowed is 40 percent of the victory tax,
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but not to exceed $1,000, and 2 percent,
but not to exceed $100, is allowed for
each dependent.

The $624 exemption is provided for
simplicity of administration, so that it
will not place upon the employer, who is
required to withhold this tax at the
source from salaries and wages, the tre-
mendous burden and expense that would
be required under the 5 percent with-
holding provision contained in the House
text.

The withholding of the victory tax at
the source does not apply in the case of
domestic servants, agricultural labor, or
to 